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************* 
Fil****************

****** ***** 
Person to Contrtt: 

*********** ******  
l r l r ~ h o n r  lotbrr : 
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Rtlrr R t ~ l y  10: 

************************** 

Dear S i r  o r  madam: 
'\ 

\\ 
We have c o n s i d e r e d  your a p p l ~ c a t i o n  f o r  r e c o q n i t i o n  o f  exempt ion '  
i l lcome tax  under  s e c t i o n  5 0 1 ( c ) t 4 )  o f  t h e  I n t e r n a l  Revenue Code. i 

I 
The i n f o r m a t i o n  s u b m i t t e d  i n d i c a t e s  t h a t  YOU were . fo r ,md .under  a \ D e c l a r a t i o n  
d a t e d  *******  **  ***** . Accc rd inq  t o  S e c t l o n  1 o f  t h i s  D e c l a r a t i o n , '  owners o f  l o t s  
i r ~  t h e  **************  s u b d i v i s i o n  s h a l l  be t h e  members o f  you r  a s s o c i a t ~ o n .  

I 
I 

A c c o r d i n q  t o  S e c t i o n  3 ( A )  o f  t h e  D e c l a r a t i o n ,  t h e  A s s o c i a t i o n  s h a l l  have the  
f o l l o w i n g  powers: 

( 1 )  To m a i n t a i n ,  r e p a i r  and when necessa ry ,  c o n s t r u c t  and r e c o n s t r u c t  
roadway s u r f a c e s  w i t h i n  access  easements8 

(2) To p r o v i d e  f o r  t h e  remova l  05 snow f r o m  access  easements: 

( 3 )  To l e v y  and c o l i e c t  t h e  assessments w h i c h  a r e  p r o v i d e d  f o r  i n  t h e  
d e c l a r a t i o n ,  

A c c o r d l n p  t o  S e c t i o n  3 ( 8 )  of t h e  D e c l a r a t i o n ,  t h e  A s r o c i a t l o n  s h a l l  have t h e  
f o l l o w i n q  powers: 

( 1 )  To p r o v i d e  f o r  t h e  c o l l e c t ~ o n  and d l s o o s a l  o f  r u b h i s h  and qarbaae:  

( 2 )  To ca re  f o * ,  spray .  t ' i m ,  p r o t e c t  and r e p l a n t  t r e e s .  sh rubbery  and o r s s s  
on a l l  access  easements ~ n d  i n  o t h e r  common blaces  where t r e e s .  
s h r u b b e r v  and q r b s s  have once been p l a n t e d :  

( 3 )  To mow, c a r e  f o r .  m a i n t a i n  and remove r u b b l s h  'rbm vacan t  and un improved 
p r o p e r t y  and t o  do any o t h e r  t h i n q r  n e c e a s a r v . o r  d e s i r a b l e  i n  t h e  
judgment o f  t h e  o f f i c e r s  of t h e  ~ s d d e i ~ t i o n  t o  keeb any v a c a n t  And 
un improved p rooe r  t y  end t h e  p a r k i  o f  env p r o p e r t y  i n  t h e  
d i r t r l c t  n e a t  i n  aooearence and i r: 
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( 4 )  To 2 r o v i d e  such l i p h t s  as t h e  ~ o s o c i ; b t f o n  may deem a d v i s a b l e  on access  

easements and i n  o t h e r  common placest' 
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( 5 )  To p r o v i d e  f o r  t h e  c l e a n i n g  o f  c a t c h  b a s i n s  and f o r  t h e  r e o a i r  and 
ma in tenance  o f  s t o r m  sewers and a p p u r t e n a n t  d r a i n a q e  f a c i l i t i e s :  

1 
I 
I 

(6) To e r e c t  and m a i n t a i n  s i q n s  f o r  t h e  mark ing  o f  s t r e e t s .  and s a f e t y  slqns 
f o r  t h e  p r o t e c t i o n  of c h i l d r e n  and o t h e r  perso'ns; 

A c c o r d i n g  t o  Your Form 1024, A p c l i c a t i o n  f o r  R e c o g n i t i o n  of  Exempt ion  Under 
S e c t i o n  5 0 1 ( a ) ,  you have t h e  f o l l o w i n q  a c t i v i t i e s :  

( 1 )  P r o v i d e  week ly  t r a s h  picC..up f o r  e v e r y  u n i t  and t o  c o l l e c t  assessment.:, t 3  

pay f o r  such p i ckups ;  

( 2 )  R e p a i r  and m a i n t a i n  t h e  s t r e e t s  o f  *************** ******** * * * * * * * * * * * * *  and t o  
c o l l e c t  assessments t o  pay f o r  t h e s e  s e r v i c e s :  

( 3 1  P r o v i d e  snow remova l  when needed and t o  c o l l e c t  such assessments f rom 
t h e  homeowners t o  pay f o r  t h i s  s e r v i c e .  

A c c o r d i n q  t o  you r  cor respondence d a t e d  * * * * * * * * *  ** ***** , t h e r e  ar,e *** r e s i d e n c e s  
and membership i s  mandatory.  The f e e s  w h i c h  you r h a r q e  a re !  

Trash p i c k u p  6**   per  yea r ,  
S t r e e t  r e p a i r  $** p e r  year ,  
Snow remova l  $**   pe r  yea r ,  
Assessment per  member per  yea r  S****  per  yea r .  

Your a s s o c i a t i o n  does n o t  charge dues. A l l  o f  your incocl: comes f rom member 
dssersments  and i n t e r e s t .  Yo11 reqove  snow f rom a l l  o f  t h e  common a r c a s  and t h e  
d r i v e w a y s  o f  e v e r y  member p r o v i d e d  a l l  oarked v c l h i c l e s  a r e  o u t  o f  t h e  way. 

S e c t i o n  5 0 1 ( c )  o f  t h e  Code d e s c r i b e s  c e r t a i n  o r g . a n i 2 a t i o n r  exempt f rom F e d e r a l  
income t a x  under  s e c t i o n  501 (a )  and reads,  i n  p a r t ,  as f o l l o w s :  

" ( 4 )  C i v i c  leagues o r  o r q a n i z r t i o n r  n o t  o r g a n i z e d  f o r  profit b u t  o p e r a t e d  
e x c l u s i v e l y  f o r  t h e  o romot ion  o f  s o c i a l  w e l f a r e ,  o r  l o c a l  a s s o c i a t i o n s  o f  
employees, t h e  member ih ip o f  w h i c h  is l i m i t e d  t o  t h e  employees o t  A 

d e s i q n a t e d  person o r  persons i n  a p a r t i c i ~ l a r  m u n i c i p r l i t v .  a n d  t h e  n e t  
e a r n i n g s  o f  w h i c h  a r e  devoted e r c l u s i v e l ~  t o  c h d r i  t d b l e .  e d ~ ~ ~ a t i o n a l .  atv 
r e c r e a t i o n a l  Dclrposes." 

I n  t h e  Revenue R u l i n q  54-394. 1954-2 C . D .  151. a  c o m n u n i t ~  t e l e v l ~ ~ o n  a n t e n n ~  
o r q a n i ~ a t i o n  whose o n l y  a c t i v i t y  M a s  t o  a r o v i d e  t e l e v i s i o n  r e c e a t i a r ~  t o  i t s  
members was h e l d  n o t  t o  be eremot a s  a c l v i c  l eaq i i e  under  s e r t l o n  501(  c ! ( f i )  I!- 
method o f  o p e r a t i o n  was such t h a t  o n l y  t h e  members r e c e i v e d  t h e  t e l e v i s i o n  
s i q n a l  by c l o s e d  c i r c u i t .  Thus. i t  o ~ e r a t e d  f o r  t h e  b e n e f i t  o f  i t s  members 
r a t h e r  t han  f o r  t h e  b e n e f i t  o f  t h e  commitnity. 

I n  t h e  Revenue R u l i n q  6 9 - 2 8 0 ,  1969-1 C.E. 152, a  n o n p r o f i t  o r q r n l r a t . l o f ~  formed 
t o  o r o v i d e  md ln tenance  o f  e x t e r i o r  w a l l s  and r o o f s  o f  homes o f  members who ow11 
h ~ u s e s  i n  A deve lovment  1 %  n o t  e remnt  as  a  r a c i a l  w e l f s r e  o r g a n i z a t i o n  under  
s e c t i o n  5 0 1 ( c ) ( 4 )  o f  t h e  Code. 
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I n  t h e  Revenue R u l l n a  72 -10? .  1772. , C1.B.  149,  a  membership o r a a n i z d  t l o n  fo r -~ned 
by a d e v e l o p e r  t o  d d m l n i s t e r  and e n f o r c e  c o v e n a n t s  f o r  preserving t h e  
a r c h i t e c t u r e  and appea rance  o f  d n o u s i n g  d e v e l o p m e n t  and t o  own and m d i n t a i n  
common a r e a s ,  s t r e e t s .  and sldewa1k.s f o r  t h e  u s e  o f  a l l  deve lopment  r e s i d z n t s  
W A S  exempt  u n d e r  s e c t i o n  5 0 1 ( c ) ( 4 )  o f  t h e  Code. 

The Revenue R u l l n o  7 4 - 9 3 ,  1 9 7 4 - 1  C.D. 131 o r o v i d e s  t h a t  ~ n  o r d e r  t o  a u a l l f v  f ? t  

e x e m ~ t i o n  u n d e r  s e c t i o n  5 0 1 ( c 1 ( 4 ) .  a  homeowners '  a s s o c i a t ' i o n  mus t  s e r v e  d 

" c o m m i ~ n i  t y "  w h ~ c h  b e a r s  a r e a s o n a b l ~  r e l d t i o n  t o  an a r e a  o r d l n d r l  1) i d e n t l f l e d  
d s  q o v e r n m e n t a l ;  mus t  n o t  conduc t  d c t i v i  t i e s  d i r e c t e d  t o  t h e  ex t e r l o r  
m a i n t e n a n c e  o f  o r i v a t e  r e s i d e n c e s :  end t h e  common a r e a s  o r  f a r i l l ! l e +  1 t  o w 1 5  
and m d l n t a i n s  must  be f o ~  t h e  use  2nd c -n~ , )yment  o f  t h e  a e n e r ~ l  nub1 i c .  

you a r e  s ~ r n l l a r  t c ,  thcl o r a a n l z ~ t . 1 0 n  ~ e s r  r l h c d  ~ n  R ~ v e n u e  k u l  i n o  5 . i -  3 ' J o .  c t ~ c ; ~  ,. . 
and i n  Reven(,e R t ~ l ~ n a  L 1 9 - 7 ~ i .  s u o r ~ .  1o\1 a r e  o r o v ~ d i r ~ a  A + e r L . ~ i c c ;  7 0  v t \ , ~ r  

memhers f ~ r  a  f e e .  l hese c-er ,d lces vot i r  members w o c ~ l d  o t t ~ e r w i s e  t \ av~?  !r, ~!c;~v.or-  
f o r  t h e m s e l \ ~ ~ ; .  ' rc . (~  a r e  a  o r  i v a t e  c o i i o e e  d t  i..)*A e n t e r  i?r i s p  f o r  r a , ~ t  R N I .  

b e n e f  1 t  d r d  c o ~ l v e n  i e n c e  o f  you r  mr?mbrrs. 

, . , . 
1 0 1 ,  s t . ? ;  nr , t  r - l m i l a r  ! c  t h e  r!r,Odnl 1 . 4 7  it?; r i d  n  I -  I ,  I .  I : , . 
I .  7111s o r a a n i ! ~ t l o n  i s  m a i n t ~ i n l n c ~  o n l y  t h e  common a r ~ ~ s  c f  t h e  l ' t o ~ ~ c ~ , ) ! ~  
c leve:comen?.  ' r o u  a r e  o r o v l d i c > ~  s e r v i  ces t o  and m a l n t a i n : n a  t h e  [ ) r  i .,; te  r , ~ , ' : o t - , r  : 
o f  y o u r  members a s  w r l l  as  m a i n t d ~ n i n o  common a r e a s .  

Slnce ~ o i ~ r  v r l m a r r  a c + . i v i t ~  i s  o r o v l d i n q  s e r v i c e s  t o  you r  members. .ou a r e  no! 
o p e r a t l n o  f o r  5 0 1 ( c ) ( 4 )  pu rposes .  I t  1s  h e l d  t h a t  you a r e  n o t  e n t i t l e d  t o  
e x e m o t l o n  f r o m  F e d e f a l  income (ax as an o r o a n i z a t i o n  described i n  section 
5 0 : 1 c ) ( 4 1  o f  t h e  Cc,de. and ,YOU > r e  r e a u l r - e d  t~ f i l e  f e d e r a l  income t a r  r e t u r r j r -  
on Form 1120.  

I f  vou do  n o t  a q r e e  w ~ t h  t h e s e  c o n c l u s i o n s .  y o ~ t  may, w i t h i n  3 0  days f r o m  +.he 
[ !a te  o r  t h : s  l e t t e r ,  f l i e  ~ n  c 1 ~ ~ 1 l i c a t e  a  b r l p f  o f  t h e  f a c t s ,  law. + 1 8 d  a r t j i ~ m r ~ n !  
t h a t  c l e a r l y  s e t s  f o r t h  vou r  position. If you d e s i r e  an o r a l  d i s c u s s ~ o n  o f  t h e  
i s s u e ,  p l e a s e  i n d i c a t e  t h i s  i n  you r  p r o t e s t .  The e n c l o s e d  P u b l i c a t i o n  892  q i v e s  
i ~ ~ s t r u c t i o n s  f o r  f i l i n g  a  t i r o t e s t .  

I f  you do  n o t  f i l e  a p r . o t e s t  w i t h  t h l r .  o f f l c e  w i t h i n  30 days  o f  t h e  4 a ! e  o f  ' h ~ s  

r e p o r . t  o r  l e t t e r .  t h l r  [ ~ r o ~ o c ~ e d  d e t c ? r n l l n a t i o n  WI 11 becnme f ~ n a l .  

If Y O U  d o  n o t  p r o t e s t  t h i s  Dropused determination ~ n  a  t i m e l y  manner .  ~ t  w i l l  t e  
c o n s i d e r e d  by t h e  I n t e r n a l  H e v e r u ~  Code ac, a f a i l u r e  t o  e x h a u s ?  a v a l l h h l e  
a d m i n l s t r a  t l v e  remedies. Sec t  i o n  7 4 2 @ !  b ~  ( 2 J c,f ? h e  I n t e r n a l  Hevec-but! i ode 
~ r n v i d e s  11) p , \ r t  t h a t .  " A  be r  l a r a t o r - ) .  j i ~ b ~ m e n  t  o r  clcc r1.e u n d e r  t h l :  s.ec! ior 
s h a l l  rlclt b e  i s s u e d  ~ n  any ~ ~ r @ c e ~ c l l r ~ c !  ! lnIe:s t h e  ram C011r.t. t f ~ e  I o i r ~ t  r : f  ( ' l a i ! r i c .  
01- t h e  d ~ s t r ~ ~ ?  (.our t  o f  t h e  Clr~l tc?d s t a t e s  f o r  ~ I I E  D 3 s t r i . c t  o f  Co l t ~n lP la  
d e t . e r m ~ n e s  tha? .  t h e  o r .oan i  z a t ~ o n  i n v o l v e d  has ex h a i ~ s t e d  a 'dmin l1; t ra t  lvc. r en :ed ip% 
a v a i l a b l e  t~ i t  w l t h i n  t h e  I n t e r n a l  Revenue S e r v i c e . "  

If you d o r e e  w l  t h  t h e s e  c o n c l u s ~ o r s  c r  dcl n o t  w l s h  t o  f i l e  a  w r i t t e n  orot,e!.t.. 
p l e d s e  5101-1 a n d  re t .u rn  Form 601P i r ~  t h e  e n c l o s e d  s e l f - a d d r e s s e d  e n v e i o n e  a 5  soon 
d 5  p0SS:b le .  
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I f  YOU have any f u r t h e r  o u e s t i o n s .  p l e a s e  c o n t a c t  the  oerson dhose n A m e  ~ r l d  

t e l e p h o n e  numbgr a r e  shown a t  t h e  bea inn ina  o f  t h i s  l e t t e r .  

S i n c e r e l y .  

******** * * * * * * * * *  
D i s t r i c t  Director 

E n c l o s u r e s :  
f ' t ~ t l ~ c a t l o n  9');' 
F o r m  C.L711? 


